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OATH OR AFFIRMATION

I, A. RANDAL BURCH , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
BURCH & COMPANY, INC. , as

of _DECEMBER 31 , 20 07 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

AN ~

DONNA DRIVER | YA m
Nota Pubéifch-ﬁsNotarg Seal
tate o Signature
Commissione&;qr PlaﬁeA (|3¢1Jl1 1 B
Commission Expires: April 11, _
.W(Ccammisslon Number, 07485985  ° /\J\o,
! Title

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of €WrnperinPisartsCoarkgst CASH FLOWS.

(e} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

{i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the
. Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢c3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.
{(I) An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.

00OE 0 OHEEAEBBEERAARS

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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CUupNEY, Ecorp, McENROE & MuLLaNE LL.C.
CERTIFIED PUIBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

The Board of Directors
Burch & Company, Inc.
Kansas City, Missouri

We have audited the accompanying statement of financial condition of Burch & Company,

.Inc. as of December 31, 2007, and the related statements of income, changes in stockholder’s

equity, changes in liabilities subordinated to claims of general creditors, and cash flows for the
year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company's management. Our
responsibility 1s to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our-audit provides a reasonable basis for ocur opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Burch & Company, Inc. as of December 31, 2007, and the
results of its operations and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying supplementary information is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934.

Such information has been subjected to the auditing procedures applied in the audit of the basic
‘financial statements and, in our opinion, is fairly stated in all material respects in relatlon to the
. basic financlal statements taken as a whole.

February 25, 2008

1310 Carondelet Drive, Suite 333, Kansas City, Missouri 64114, 816/942-3133



BURCH & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

December 31, 2007

ASSETS

Cash

Receivables from non-customers

Prepaid income taxes

Property and equipment, net of accumulated depreciation
of $28,407 (Note 1)

Due from officer (Note 4)

Deferred tax asset {(Note 1)

LIABILITIES AND STOCEKHOLDER'S EQUITY

Accountis payable and accrued expenses
Subordinated borrowings (Note 3)

Total liabilities

Stockholder’s equity:
Common stock, $1 par value; 30,000 shares

authorized, 1,000 issued and outstanding 1,000
Additional paid-in capital 30,969
Retained earnings (deficit) (54,262)

See the accompanying notes.

$ 66,966
7,591
3.288

40,847
52,565

— 9131

$180.388

$ 30,682
171,999

202,681

(22,293}
£180,388



BURCH & COMPANY, INC.
STATEMENT OF INCOME

For the year ended December 31, 2007

Revenues:

Commissions $ 880,768

Consulting and advisory 47,806

Administrative fee {Note 4) 304,886

Other 35,224

1,268,684

Expenses:

Commissions 559,112

Employee compensation and benefits 497,520

Professional services 16,630

Rent 32,746

Registration fees and bonding 18,745

Office expenses 58,744

Depreciation 7,716

Other administrative expenses 85,664 1,276,877
Loss from operations {8.193)
Other income (expense):

Interest income 5,562

Interest expense (17,200) {11,638)
Loss before taxes (19,831)
Income tax beneflts {Note 1):

Current (834)

Deferred (813)
Net loss $__ (18.184)

See the accompanying notes.
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BURCH & COMPANY, INC.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

For the year ended December 31, 2007

Subordinated borrowings at January 1, 2007 $171,999
Changes in subordinated borrowings -

Subordinated borrowings at December 31, 2007 $171,999

See the accompanying notes.



BURCH & COMPANY, INC.
STATEMENT OF CASH FLOWS

For the year ended December 31, 2007

Cash flows from operating activities:

Net loss

Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation
Deferred tax benefit
Accrued interest revenue on officer’s loan
Increase in receivables
Increase in prepaids
Decrease in accounts payable
Decrease in income taxes payable

Net cash used by operating activities
Cash flows from investing activities:
Officer advances, net
Decrease in cash
Cash at beginning of year

Cash at end of year

Supplemental disclosures:

Taxes paid during the year
Interest paid during the year
Noncash investing transactions:
Accrued interest receivable added to amount due from officer

See the accompanying notes.

S (18,184)

7,716
(813)
(3.141)
(7.591)
(2,636)
(178,500])

{1.463)
(204.612)

{5.523)
(210,135)

277,101

S _66.966

S 3917
$ 17,200

S 3,141



BURCH & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2007

Summary Of Significant Accounting Policies

Business activity

Burch & Company, Inc. (the Company) is a broker-dealer registered with the
Securities and Exchange Commission and is a member of the Financial Industry Regulatory
Authority. The Company is in the general securities business located In Kansas City,
Missourl.

Securities and commission transactions

Commission revenues and expenses are recorded on a trade date basis as securities
transactions occur.

Concentrations

Financial instruments

Financial instruments that potentially subject the Company to significant
concentrations consist principally of cash and commissions receivable. The Company
places {ts cash with high credit quality financial institutions which at times may be in
excess of FDIC insurance limits.

The Company records commissions receivable from completed securities trades
which are cleared on a fully disclosed basts, and upon the sale or at the closing date of
other investment products.

Product sales

Commission revenues from the sale of securitized tenant-in-common Interests in
real estate properties comprised 97% of total commissions.

Income taxes

Current and deferred income taxes are determined in accordance with Statement of
Financial Accounting Standards No. 109 (SFAS 109). Under SFAS 109, the amount of
current and deferred taxes payable or refundable is recognized utilizing currently enacted
tax laws and rates. Deferred tax expenses or benefits are recognized in the financial
statements for the changes in deferred tax liabilities or assets between years. Deferred
taxes relate to the timing of the deductibility of interest expense on shareholder loans, the
use of accelerated depreciation methods and the election to expense property acquisitions
for income tax purposes.



Summary Of Significant Accounting Policies (continued)

The components of the deferred tax asset on the balance sheet as of December 31,
2007 related to the following:

Interest expense $9,800
Tax basis of property and equipment (669)
Net deferred tax asset $9.131

The current income tax benefit consists of the following:

Federal S (834)

Property and depreciation

Property and equipment at December 31, 2007 consists of the following and is
depreciated using accelerated and straight-line methods over the following lives:

Balance Lives

Computer equipment $ 11,892 5 years
Office furniture 16,999 7 years
Automobile 40,363 5 years
69,254
Less accumulated depreciation (28,407)
40,847

Use of estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly. actual results could differ from
those estimates.

Cash and cash equivalents

For purposes of the statement of cash flows, the Company defines cash equivalents
as demand deposits, money market funds and any highly liquid debt instruments with a
maturity of three months or less at the time of purchase.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (rule 15c¢3-1), which requires the maintenance of minimum net capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1. At December 31, 2007, the Company had net capital of $36,284
which was $31,284 in excess of its required net capital of $5.000.

The aggregate indebtedness to net capital ratio was .85 to 1.



Subordinated Borrowings

The borrowings under subordination agreements at December 31, 2007 are payable
to the Company’s sole shareholder as follows:

10% loan due November 30, 2010 $171,999
The subordinated borrowings are avalilable in computing net capital under the
Securities and Exchange Commission’s Uniform Net Capital Rule. To the extent that such

borrowings are required for the Company's continued compliance with minimum net capital
requirements, they may not be repaid.

Related Party Transactions

Effective for new offerings after July 12, 2006, the Company's former wholesale
registered representatives responsible for selling the tenant-in-common interests for one
customer were transferred to a new corporation, ARI Financial Services, Inc. (ARI), a
commonly controlled entity that is 80% owned by the sole shareholder of the Company.
The Company provides employee, office and other administrative services to ARl which
reimbursed it $304,886 for these costs in 2007.

At December 31, 2007, $52,565 was owed the Company by its officer/shareholder
under a 6% demand note.

Operating Leases

On July 1, 2006, the Company entered into a lease agreement for office space which
expires on June 30, 2009. Future minimum payments due under this lease by year are:

2008 $34,555
2009 17,826
§52.381

Rental expense for 2007 was $32,746.

Defined Contribution Plan

The Company has established a Simplified Employee Pension plan which provides
for contributions of up to 25% of employee compensation. For 2007, the accrued
contribution amount was $20,000.



SUPPLEMENTARY INFORMATION



BURCH & COMPANY, INC.
SUPPLEMENTARY INFORMATION

December 31, 2007

1. Computation of net capital under rule 15¢3-1

Total stockholder’s equity

Subordinated borrowings allowable in the
computation of net capital

Deferred taxes

Nonallowable assets

Net capital

Minimum net capital required, the greater of
$5,000 or 6 2/3% of aggregate indebtedness

Excess net capital
Aggregate indebtedness:
Total liabilities

Less subordinated borrowings

Aggregate indebtedness

Ratio: Aggregate indebtedness to net capital

2. Computation for determination of reserve

requirements under rule 15¢3-3

The Company operates under the exemptive provisions of paragraph (K)(2KB) of

SEC rule 15¢3-3.

3. Information relating to the possession or control

requirements under rule 15¢3-3

The Company has complied with the exemptive requirements of rule 15¢3-3 and
did not maintain possession or control of any customer funds or securities as of

December 31, 2007.

4, Reconciliation pursuant to rule 17a-5(d){4)

Net capital per December 31, 2007
Form X-17A-5

Retirement plan contribution accrual

Other audit adjustments (net)

Net capital per 1. above

$ (22,293)

171,999
(9.131)
_(104,291)

36.284

5,000

$ 31284

$ 202,681
171,999

—_—

8§ 30,682

.851t01

$ 56,573
(20,000)

(289)
8 36.284



CupNEeY, Ecorp, McENROE & MurLtaANE L.L.C.

CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Burch & Company, Inc.
Kansas City, Missouri

In planning and performing our audit of the financial statements of Burch &
Company, Inc. {the Company) as of and for the year ended December 31, 2007, in accordance
with auditing standards generally accepted in the United States of America, we considered
the Company's internal control over financial reporting {internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control. Accordingly, we do not express an opinion on the effectiveness
of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission
(SEC), we have made a study of the practices and procedures followed by the Company
including consideration of control activities for safeguarding securities. This study included
tests of such practices and procedures that we considered relevant to the objectives stated in
rule 17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate
debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the
exemptive provisions of rule 15c3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did
not review the practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications and
comparisons and recordation of differences required by rule 17a-13 .

2. Complying with the requirements for prompt payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System .

The management of the Company is responsible for establishing and maintaining
internal .control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess
the expected benefits and related costs of controls and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures
can be expected to achieve the SEC’'s above-mentioned objectives, Two of the objectives of
internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which the Company has responsibility
are safeguarded against loss from unauthorized use or disposition and that transactions are
executed in accordance with management's authorization and recorded properly to permit
the preparation of financial statements in conformity with generally accepted accounting

-principles. Rule 17a-5(g} lists additional objectives of the practices and procedures listed in

the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures

‘referred to above, error or fraud may occur and not be detected. Also, projection of any

evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the effectiveness of their design and operation may
deteriorate.

1310 Carondclet Drive, Suite 333, Kansas City, Missouri 64114, 816/942-3133



A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficlencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with
generally accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the entity’s financial statements that is more than inconsequential
will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficlency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement of the
financial statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first
and second paragraphs and would not necessarily identify all deficiencies in internal control
that might be material weaknesses. We did not identify any deficiencies in internal control
and control activities for safeguarding securities that we consider to be material weaknesses,
as defined above.

We understand that practices and procedures that accomplish the objectives referred
to in the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securitiecs Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and procedures were adequate at
December 31, 2007, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the Securities and Exchange Commission and other regulatory agencies that
rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of

registered brokers and dealers, and is not intended to be and should not be used by anyone
other than these specified parties.

gpa M‘y‘: EMIW-—CE'L-&-G* z %{f{,&ffa‘q “ze

February 25, 2008

END



